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SUBJECT: MAJOR PROJECT: INDIAN SPONGE IRON PLANT 
REF: A) NEW DELHI 5735, B) STATE 85088 

1. APPRECIATE REFTEL A. 

2. ALLIS CHALMERS (AC) UNDERSTANDS HIGH LEVEL FRG 
OFFICIAL WAS RECEIVED BY INDIAN CABINET DURING THEIR 
APRIL 19 MEETING. EVIDENTLY, HE MADE SERIOUS ACCUSATIONS 
CONCERNING AC'S CORPORATE REPUTATION AND THE RELIABILITY 
OF THEIR DIRECT REDUCTION PROCESS. IN THE COURSE OF 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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MEETING, THE FRG OFFERED TO MATCH UNDP FUNDING (4.2 
MILLION DOLLARS), WITH ATTRACTIVE PAYMENT TERMS. PROVIDED 
SPONGE IRON CONTRACT IS AWARDED TO LURGI. OBVIOUS 
IMPLICATION IS THAT INDIANS WOULD HAVE OPTION TO SELECT 
GERMAN PROPOSAL AND MOVE FORWARD WITH PROJECT EVEN IF 
UN DISAGREES WITH THIS DECISION. 
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3. AC REPS LEROY AND ARMITAGE WILL RETURN TO NEW DELHI, 
ARRIVING APRIL 25. THEY WILL CONTACT COMATT SERVERANCE 
TO ARRANGE MEETING FOR DISCUSSIONS ON PROJECT 

DEVELOPMENTS.COMPANY VALUES CONTINUING USG SUPPORT 
AND IN THIS REGARD THEY WOULD APPRECIATE POST ASSISTANCE 
IN DISPELLING ANY MISCONCEPTIONS INDIANS MAY HAVE ABOUT 
AC'S REPUTATION. WE SUGGEST EMBASSY CONSIDER MAKING 
STRONG REPRESENTATION TO GOI IN CONTEXT THAT AC IS WELL 
RESPECTED AMERICAN COMPANY WITH MANY YEARS OF EXPERIENCE 
IN ALL PHASES OF MINERAL PROCESSING. PLEASE KEEP US 
APPRISED OF DEVELOPMENTS. 

VANCE 
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